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Executive summary
The following report has focused on the analysis of the daily operational activity of Mcdonald's which is a multinational business entity in America which offer fast food services to consumers. Apart from that, the overall level of market demand and the equilibrium has been described in the following portion in a more precise manner. It has depicted the value of many items such as substitutes, complements and demographics and other aspects. Also, some kind of pictorial graphs has been portrayed for giving the justification for the analysis. 
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This report will indicate the evaluation of the economical information that will be very helpful in the process of making policy within the context of international and organisational context over time. This will focus on the selection of a business entity like McDonald’s and analyse the operational function of this in the context of the economic aspects. The identification of the market and demand equilibrium of the chosen business which offers fast food services among the consumer during that period. Apart from that, factors like the value of substitute complements and other aspects will be able to affect the volume of the demand for fast food items over the time limit. Also, the impact of the substitution effect, income effect and other aspects will be capable to influence the price elasticity of the demand for the chosen items during that period. 


[bookmark: _Toc130216123][bookmark: _Toc134080778]Overview of the chosen business entity

[bookmark: _Toc130216124][bookmark: _Toc134080779]Indicating the product that has been selected
McDonald’s business entity is a fast-food chain business in America that was founded in the year 1940 by Richard and Maurice McDonalds in San Bernadino, United States. The headquarter of the mentioned business is generally situated in the place of Chicago, United States. On the basis of the estimation of 2021, the level of total earning that is gained by offering food items to the consumer is about 1906.72 million pounds (mcdonalds, 2023). Also, the total number of working employees is around 200,000 over the period of 2021. According to the period of 2022, McDonald’s is established itself as the sixth highest brand valuation company in the mentioned food chain business sector. 

[bookmark: _Toc130216125][bookmark: _Toc134080780]Describing the reason for making the selection of the mentioned business entity    
The main operation of the fast-food industry is to make that type of item that is prepared within a period of short time and meet the requirement of the consumer regarding eating behavior. The level of growth of the fast-food industry like McDonald’s is continuously increasing as the market share is increasing exponentially over time (Doole et al., 2020). The overall market size of the food takes way and the fast-food business in the entire United Kingdom fluctuates continuously and on the basis of the estimation it is around 21.37 billion British pounds. In the time of 2023, it is forecasted to about to reach 22.04 billion pounds over the period of time. Apart from that, the UK is considered the busiest place in the world in the form of the presence of a business, cooperation and other aspects over time. Also, the level of consumption of fast-food items from McDonald’s in the UK is very high and the development rate of this in the upcoming period is very high over the period of time. That is the main reason for selecting the mentioned business entity for the mentioned research analysis. 

[bookmark: _Toc130216126][bookmark: _Toc134080781]Reflecting the factors that can impact the demand

[bookmark: _Toc130216127][bookmark: _Toc134080782]Price of substitutes 
In the context of the mentioned business, the items are generally used by the consumer for the same purpose. It focuses on the consumer's perceives to use of the items and has an effect on the level of consumption of the particular items. There are several kinds of substitute products of McDonald’s like Burger King and other aspects which has a direct effect on the volume of consumption during that time (Cummins et al., 2021). It can be used by the users very easily in place of another one. McDonald’s and Burger King is a more justified substitute good that interchanged among themselves due to the similarity of the motive to use this to meet the requirements of the consumer for the fast food items. 
Showing the way the value of the substitute items can affect the demand for the specific products: Demand shows the level of consumption of the chosen items over a period of time among consumers. This is generally related to the determined level of the prices that the consumer needs to pay to consume fast food items (Doole et al., 2020). At that time the value of the items is decreased then the demand for the particular unit is increasing more effectively. In this particular context, the level of the prices of McDonald's is lower than Burger King's over the period. Due to this, the level of consumption of the McDonald’s is higher than that of Burger King for the presence of substitute items. For this high price of Burger King, the level of demand for McDonald’s can increase and overcome the effect of substitute effect during that time. 
[bookmark: _Toc130216128][bookmark: _Toc134080783]Price of complements      
The aspects of the complementary items reflect the kind of items that has a direct connection with the other item and these goods cannot be used separately (Chen et al., 2020). The level of use is straight related to the level of consumption and shows the negative cross elasticity of the demand and the level of this increase when the price of other items is reduced. The respective business also offers Pepsi items as complementary items for its audiences over time. This is very helpful for the consumer to make the items into a meal. 
Showing the effect of this on the level of demand: The price level of the complementary items that are selected in the following portion in decreasing during the period of time (Cassidy et al., 2021). Due to this, the preferences of business entity to use this Pepsi item is increasing continuously. Using these kinds of complementary items the overall volume of the demand for McDonald’s is increasing continuously over a period of time. 

[bookmark: _Toc130216129][bookmark: _Toc134080784]Consumer Income
The level of the income of the individual that has been earned by the person of the UK by offering the services to the workplaces and that is suitable to live a healthy lifestyle over time (Cassidy et al., 2021). During that time of Covid-19, the volume of consumer earnings is reducing as the business entity may be closed to break the chain spread. 
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Source: (Chen et al., 2020)
On the basis of the chart, the level of the actual income of the individual portrayed that it started from 28 GBP and increased to almost 33.5 GBP (Bandy et al., 2020). During the period of Covid-19, the volume of earnings is around 32 and it again increased to 35.5 GBP over time. 
Showing the effect of this over income: The volume of earnings is increasing continuously and it offers assistance to consume the fast food items of McDonald's more easily over time. Due to this, the support of this overall level of demand is growing exponentially and reflects the positive effect of consumption.
[bookmark: _Toc130216130][bookmark: _Toc134080785]Consumer taste and preferences
The aspects of consumer preferences basically focus on the tendency of the user of the UK regarding the consumption of fast-food items which has the potential to meet the requirement of the needs (Richardson, 2020.). The person who is lived in the UK is busier with daily work that has to accomplish the task within the allotted time. The support of consumer preferences relating to the use of fast food items at McDonald’s has a positive effect on the overall volume of demand. The consumer of the UK try to focus on eating this kind of food but health-conscious people may not want to use this over time. 

[bookmark: _Toc130216131][bookmark: _Toc134080786]Consumer expectations related to the price
The ultimate users of McDonald's are very satisfied with the level of value that is determined by the business entity against the items that are offered to them over time (Wilkins et al., 2019). The expectation of the probable consumer is that it requires to enhance the price level of this as the quality of the items and tidiness of the outlets that are maintained in the business entity is very pressable. Such a justified increment in the price level of items is very beneficial for the business entity as this is helpful to continue the quality items along with the demand of the fast food items is also enhancing continuously.

[bookmark: _Toc130216132][bookmark: _Toc134080787]Showing the number of the consumer of the McDonalds       
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Source: (Filimonau et al., 2020)
The level of consumer who wants to use the fast food items that are offered by McDonald’s is increasing continuously and it slightly decreased during that time of lockdown. Overall the volume of the consumer is increasing regarding the use of fast food items to live a standard lifestyle over time (Filimonau et al., 2020). Basically, the target audience of the mentioned business is college students who do have not sufficient time for making food items in a timely manner. Following the generation-based consumer line, the overall volume of demand is increasing drastically.    
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[bookmark: _Toc130216134][bookmark: _Toc134080789]Identifying if the particular product is a luxury or a necessity
McDonald's is basically referring to a convenience company that sells fast foods including burgers, pizza, and various types of fried and dessert items. Therefore, it is more of a convenience company rather than a luxury company. As per surveys, it has been identified that most people consume the food of McDonald as quickly as well as affordable and others see it as a luxury treat. However, in many sections of the world, the factor of luxury and necessity of McDonald's is still under debate due to its ubiquitous presents. The number of restaurants or branches of the particular company is spread out at mostly every corner and lane. According to some reports, it has been identified that around 1270 outlets of this particular brand are situated in many consumers engaged places in the UK. Therefore, the mass presence of the particular brand is also reflecting that it has become a necessity for the people as it is comparatively cheap than its competitor Burger King (Abid, 2022). 

[bookmark: _Toc130216135][bookmark: _Toc134080790]Explaining if the demand for a particular product gets affected by the factor of luxury or necessity 
The concept of the elasticity of the demand for the product of McDonald's can be determined by vast types of factors which involve the income of the consumer, price of the product, availability of the substitutional product along with time constraints. Moreover, certain factors can also suggest that the actual demand for food items at McDonald's is more elastic. For instance, if individuals see products of McDonald's as luxury ones then there is a possibility of shifting their tastes and preferences from McDonald's to its substitute due to an increase in the actual price range. Furthermore, if the consumers of the respective company feel the necessity of the product which includes a convenient and quick option for having a meal to go, then the value of demand may become less elastic. Hence, in this situation, the consumers may not switch or replace the company with its substitute Burger King. Now, based on the above discussion it can be said that the food items of McDonald's are fulfilling the expectations and daily needs of the individual so the demand for McDonald's is more inelastic (bbc, 2021).

[bookmark: _Toc130216136][bookmark: _Toc134080791]Explaining if the income of the consumers gets affected by the demand for the particular product
The income of the consumers is the biggest factor that operates the changes in the sales and revenue of a business entity. This means that if the income of an individual reduces then the power of purchasing will also reduce. As per some authentic sources, it has been determined that the particular company has been critically impacted by the sudden spread out of the killer virus. At that time the rising price of inflation and regulations regarding lockdown caused massive chaos among consumers as it impacted their purchasing power due to the loss of jobs (Stevens, 2020). Therefore, in 2020 the net income of McDonald's declined by 21.29 % in comparison to the revenue earned in 2019. Hence, the net loss has been detected as £ 4.713 billion. It has been analysed as one of the biggest falls that McDonald's has experienced (Zhou et al., 2022). 
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According to the above explanation it has been critically identified that the level of income of an individual significantly impacts the demand for the product of McDonald's. This refers that if the income of an individual critically rises then the particular will allow more amount of disposable income to spend. As a result, they will be able to spend more on purchasing goods from the said company McDonald’s. Therefore, this is called elasticity of demand which mainly affects the mentioned company. On the other hand, if the consumer suffers from a lower level of income, then they will not be able to purchase the product of McDonald's. Moreover, McDonald's is the elastic demand (macrotrends, 2023).

[bookmark: _Toc130216138][bookmark: _Toc134080793]Recommending a perfect pricing policy for Mcdonald's to incorporate and justifying the reason for the recommendation
Based on the above discussion it will be effective for McDonald’s if it incorporates an effective strategy regarding pricing. Therefore, it can be recommended to specific business use economy pricing. This particular process of fixing pricing is explained by the lower or reduced price rate that could be effective for earning the maximum rate of revenue out of the business. However, as the demand of the respective business, McDonald’s is more elastic so this economy pricing policy will be helpful. Apart from this, economy pricing policy does not require any kind of analysis of any type of factors before making decisions on the price related. The company will also be able to develop its brand awareness in the marketplace in a more effective manner (Mogos, 2013).

[bookmark: _Toc130216139][bookmark: _Toc134080794]Conclusion

The particular term “Management Economics" refers to the concept of economic science that allows the description of the various resources of a business entity that can be allocated properly. This factor includes money, labour, land, technology and other factors and many others. In other words, it focuses on the decision-making process of an individual. Hence, the above-presented report has mainly put focused on presenting a detailed identification and explanation of different types of economic activities that impact a business in an effective manner. In order to do that, it has analysed the market along with demand equilibrium by choosing one particular product which is McDonald’s. In addition to this, it is possible that the demand for a specific product as well as services got changed by the various aspects as the change in price happens. Hence, these factors and some recommendation to the company has been also given for further development. 
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